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Bay State Gas Company
D.T.E. 05-27
Att. UWUA-1-2(A) Part 1

CONSOLIDATE DISTRIBUTION OPERATIONS Peoc 020r217

Scope - Consolidate management of distribution operations while
maintaining safe and reliable service through local LDC brands.

Benefits
e O&M cost reductions of 70-90 FTEs via consolidation and
elimination of duplicate work.
e Standardized operating practices and policies.
¢ Optimize management layers to remain agile, close to the

customer, and rapid in decision making.

Risks/Assumptions

o Regulatory issues

¢ |T system integration
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CONSOLIDATE DISPATCHING

Scope —~ Consolidate field service dispatch centers in the Columbia
and Bay State Gas operations.

Benefits
e O&M cost reductions of 11 FTEs.

¢ Reduce redundant dispatch staff.
¢ Minimal cost to achieve.

Risks/Assumptions
o Multiple technology platforms

e Aggressive implementation schedule

« Union agreements
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LOCATE SCREENING

Scope - Screen locate requests from a central location.

Benefits
* Reduces payments to contractors for “clear” locates.
¢ Expands scope of existing best practice.
Risks/Assumptions

e High percentage of clear locates can be screened out.

¢ Union agreements.
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OUTSOURCING

Scope - Outsource locating, gas leak surveys and annual cathodic
protection surveys.

Benefits
¢ Reduce staff by 114 FTEs.
» Allocate internal resources to more technical tasks,

¢ Potential to outsource similar tasks at TCO.

Risks/Assumptions
» Non-union workforce organizing efforts

s Union agreements



Bay State Gas Company
D.T.E. 05-27

Att. UWUA-1-2(A) Part 1
Page 106 of 217

CONSOLIDATE GAS METER SHOP OPERATIONS

Scope — Consolidate gas meter shop operations, outsource domestic
meter repairs and extend meter exchange timeframe,

Benefits

e« Reduction of 20 FTEs.

« Reduce meter exchanges.

« Competitive meter repair pricing through supply chain.
Risks/Assumptions

¢ Retain gas meter in-test and statistical sampling

responsibilities.
¢ Union agreements

o State regulatory approvals
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CLOSE AND DISPOSE OF UNDERUTILIZED BUILDINGS

Scope — Consolidate distribution operations and investigate sharing
facilities between distribution and transmission operations.

Benefits
e Convert under-utilized or vacant properties {o cash.

¢ Reduce operating expenses

* Synergies from consolidating distribution and transmission
facilities.

Risks/Assumptions
¢ Environmental issues.

« lLease buyout costs and subleasing limitations

¢ Potential union issue by changing reporting location.
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DIVEST UNDER-PERFORMING ASSETS

Scope - identify under-performing assets. Evaluate for divestiture

based on potential market price, revenue loss and operating expense
reductions.

Benefits

e Revenue from asset sales:
- Wells, ME property
- Blackhawke storage field
- Four Northwest PA distribution systems

« Reduce O&M expenses.
« Reduction of 32 FTEs

Risks/Assumptions
¢ Regulatory rate treatment

* Regulatory reaction to proposed sale of small distribution
systems

s Environmental issues
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BEST PRACTICES ~ DISTRIBUTION OPERATIONS

Scope - Four (4) best practices identified to enhance profitability and
increase system integrity:

1. Reduce leak repairs by replacing services

2. Eliminate “stop valve work” on service leaks

3. Minimize use of curb valves

4. Implement leak classification

Benefits
e Reduce O&M costs.

* Reduce recurring capital costs.

o Better utilize resources while maintaining system integrity
and safety.

Risks/Assumptions

« Changes may be perceived as reducing public safety, but
are standard practice in most gas utilities.



Bay State Gas Company

D.T.E. 05-27
Att. UWUA-1-2(A) Part 1
Page 110 of 217

DISCONTINUE PROVIDING GAS METER LOOPS

Scope — Discontinue providing free meter loops (prefabricated meter
sets) in Columbia Ohio and western portions of Columbia
Pennsylvania.

Benefits
¢ $1.4 million in annual capital cost reductions

Risks/Assumptions
« Regulatory acceptance

o Customer acceptance

s Possible competitive disadvantage in western PA
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MODIFICATIONS TO COLUMBIA OHIO NEW BUSINESS POLICY

Scope — Change installation work practices to minimize tripsto a
new business site.

Benefits
e Reductions of 10 FTEs

Risk/Assumption
Union agreements

Customer acceptance

10
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AUTOMATED RECORDS AND MAPPING i

Scope — Convert existing maps, paper documents and various non-
integrated databases to one integrated electronic format. Expand
electronic mapping where currently in use.

Benefits
o Reductionof 15 FTEs

e Eliminates work order backlog
e Current prints more accurate.

e More accurate system planning .

Risks/Assumptions
¢ Union agreements

11
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SERVICE ORDERS/SOFT CLOSE

Scope — Implement the soft close meter shut-off process.

Benefits
e Reduction of 7 FTEs.

e Streamline process for customer convenience

¢ Expands best practice

Risks/Assumptions
o Customer acceptance

« Regulatory acceptance

« Company absorbs cost of unassigned consumption.

12
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ELIMINATE NON-UTILITY SERVICE WORK o "

Scope - Eliminate or bill for services not emergency-related or
required by tariffs.

Benefits
¢ Reductions of 75 FTES

« Revenue producing opportunities.

Risks/Assumptions
« Regulatory acceptance

e Customer acceptance

¢ Trade allies acceptance

13



Team: Gas Operations
Sub Team: Distribution

Project Compass
Business Cage "Lite"

As of: June 16, 2000
Updated by:Dehring

Opportunity/MED Name:Service Orders-Soft Close

&2 ¢l e
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All DoHars in Thousands

Estimated Gross Revenue Enhancement

Commodity Sales

Non-commodity product & service sales

Commodity Billed to LDC

($180)

NIPSCo and BSG

Other Revenue Enhancement 2

Other Revenue Enhancement 3

Other Revenue Enharcement 4

Other Revenue Enhancement 5

Estlmated Gross Cost Reduction

Labor

NIPSCo and BSG

Contractor

Material

Eguipment

Lease Expense

Utilities

System Licensing

IT Maintenance Support - Ongoing

System Hardware

Other Cost Reduction 1

Other Cost Reduction 2

Other Cost Reduction 3

QOther Cost Reduction 4

Other Coet Reduct;on 5

Esnmated Gross Cost to Achieve

Labor Severance

Labor Expense

Equipment Expense

Lease Expense

Software Purchase/ Licensing

Software Developmnt/Conversion/ Training

$250

2000 Capital Budget Item

Software Pevelopmnt/Conversion/ Training

$50

IT Maintenance Support - Ongoing

System Hardware

Other Cost to Achieve 1

Other Cost to Achieve 2

Other Cost to Achieve 3

Other Cost to Achieve 4

Other Cost to Achieve 5

B-Case Lite - Gas Dist - Dehring-Smore VS.xls
Sexvice Orders $'s

Pagel0f18

Proprietary and Confidential
Printed: 6/26/2000 11:55 AM




Project Compass

: L3 : 1
Business Case "Lite Bay State Gas Company

. D.T.E. 05-27
Team: Gas Operations As of:June 16,2008t uwUA-1-2(A) Part 1
Sub Team: Distribution Updated by:Dehring Page 11607217

Opportunity/MED Name: Service Orders-Soft Close
Initial
Project Description and Scop:
Implement the Soft-Close Meter shut-off process at NIPSCo and Bay State.
Dollar savings are documented in previously developed NIPSCo business case
The major impact of this falls in the Field Service Area

Benefits should begin realization in Jan, 2000 for NIPSCo and March 2000 for Bay State

Make ¢ 1anges o.Ni.psco's Ci5 systeu{ to support both Nipééb and an State. Thesé‘éhéi{géls“ are bu gettedat ] IE:I_J.S.-CO. |
for 2000 and are expected to be completed by 9/2000. Assuming IT resources are available, this is fairly easy to
implement.

7

Reduce the number of meter shut offs and turn ons completed

CIS at NIPSCo

“Considered at other Columbia Companies. Ohio already is implementing the same concept as part of their baseline
expenses. Virginia and PA cannot do this for regulatory reasons

“Reduce current level of this type of order by 33%. Some commodity charges would be borne by the LDC.

the CIS changes made in 200011

resources to get

Bay State opportu
implementation expenses at Bay State would be minimal

B.Case Lite - Gas Dist - Dehring-Smore V5.xds Proprietary and Confidential
Service Orders Description Page20f18 Printed: 6/26/2000 11:33 AM



“Team: Gas Operations
Sub Team: Distribution
Opportunity/MED NameConsolidate Dispatch

Project Compass
Business Case "Lite"

As of: 16-lun
Updated by: Dehring

Bay State Gas Company
D.T.E. 05-27

Att. UWUA-1-2(A) Part 1
Page 117 of 217

All Dollars in Thousands

Estimated Gross Revenue Enhancement

Commodity Sales

Nen-commodity product & service sales

Other Revenue Enhancement 1

Other Revenue Enhancement 2

Other Revenue Enhancement 3

Other Revenue Enhancement 4

Other Revenue Enh ancement 5

Total Estimated Gross R

Estimated Gross Cost Reductlon

Labor Savings Central

4 - fte reduction @ $60 ca

Labor Savings Fast

1-Mgr @ $75 (loaded
rates)

Contractor

Material

Equipment

Lease Expense

Utilities

System Licensing

IT Maintenance Support - Ongoing

System Hardware

Other Cost Reduction 3

QOther Cost Reduction 4

Other Cost Reduction 5

Fofal Estimiated Gross Cost Redu

Estimated Gross Cost to Achieve

Labor Severance

Labor Expense

Eguipment Expense

Lease Expense

Software Purchase/ Licensing

Software Developmnt/ Conversion/ Training

IT Maintenance Support - Ongoing

System Hardware

16 53

Other Cost to Achieve 1

Other Cost to Achieve 2

Other Cost to Achieve 3

Other Cost to Achieve 4

Other Cost to Achieve b

:Toﬁa,l Estimated Gross Cost to A

B-Case Lite - Gas Dist - Dehring-Smore Vi.xls
Consol Dispatch $'s

Page3 of 18

Proprietary and Confidential
Printed: 6/26/2000 11:53 AM




Profect Compass

H H x H
Business Case "Lite Bay State Gas Company

Team: Gas Operations As of:June 20, 2000 UWUA-1D-'2T('/E)' Siﬂ
Sub Team: Distribution Updated by: Smore ~ Fage 1180f217
Opportunity/MED Name:Consolidate Dispatch

Initial Priority: Medlum

Project Descriptior 5¢o
Consolidate Service Lo gmncs Centers (dispatch) in the East (CPA/CMD/ CGV/ BSG) and Central (COH/CKY) LDC
organizations from the current four (4) dispatch locations into two (2) consolidated locations. Logistic Centers would
allign with a regional LDC concept.

In the West (Nipsco, Kokomo, NIFL) LDC, cost savings are are outweighed by the magnitude of the IT investment to |

11 = 1 Fanl b 2 P | 1 > k) I 1
comsuntatetnspatcireenters—Oomtome tooperate et seperatewispattircenters mti m ey rattorr e e -combie d:

Tram LOngthS Center Staff
Locations:

Central - Columbus, OH - Combine COH and CKY with somilar radio and MDT technology.

East - York, PA - Establish combination: of Bay State, CPA/CMD and CGV. Three separate technologies related to
MDT and communication method.

Leverage economy of scale and reduce redu_ndancy'by reduction of chspath staff.

Central: None ...common DIS, Astro, and MDSI platforms |
East: CIS, DIS, MDSI, MSI, CDPD, Data Radio - differing platforms, However, these systems can be operated
seperately from a single location and still receive the benefit of reduced staff.

Central: Alternative is to leave the current 2 center dispatch arrangment
Bast: Alternative is to keep BSG/NU as is and just consolidate VA into PA/MD
Consolidate into one (1) large central Logistics and Planning Center. (Could be accomplished as IT and

In the Central “the communication lmk between OH and KY is acluevab]e at minimal cost.
In the East, the assumption is that the Logistics Center could preserve the labor efficiencies while operating on
multiple technology platforms.
Benefit realization date is likely to be mid 2001 for Central and early 2002 for the East

T system convergence and the cost risk of achievement.
Uncertain ability to manage workload of 400 Service Techs over wide geography

B-Case Lite - Gas Dist - Dehring-Smore V5.xis Proprietary and Confidential
Consol Dispaich Description Page4 of 18 Printed: 6/26/2000 11:63 AM



Team: Gas Qperations
Sub Team: Distribution
Opportunity/MED Name: Locate Screening

Project Compass

Business Case "Lite”
Bay State Gas Company

D.T.E.05-27
As of:June 13, 2000 Att. UWUA-1-2(A) Part 1
Updated by:Dehring Page 119 of 217

All Dollars in Thousands

Estimated Gross Revenue Enhancement

Commodity Sales

Non-commodity product & service sales

Other Revenue Enhancement 1

Other Revenue Enhancement-2— —-——w—— —f - -

Other Revenue Enhancement 3

Other Revenue Enhancement 4

Other Revenue Enhancement 5

Estimated Gross Cost Reduction

Labor
Savings on Locate Clears
per previous NIPSCo

Contractor 750 estimate

Material

Equipment

Lease Expense

Utilities

System Licensing

IT Maintenance Support - Ongoing

System Hardware

Other Cost Reduction 1

Other Cost Reduction 2

Other Cost Reduchon 3

Other Cost Reduction 4

Other Cost Reduction 5

Total Estimated Gro

Estimated Gross Cost to Achieve

Labor Severance

Labor Expense

Cost to screen Nipsco
Locates at COH Based
250 on adding 5 fte's

Eguipment Expense

Lease Expense

Software Purchase/Licensing 60
Software Developmnt/Conversion/ Training

IT Maintenance Support - Ongoing

System Hardware 40

Other Cost to Achieve 1

Other Cost to Achieve 2

Other Cost to Achdeve 3

Other Cost to Achieve 4

Other Cost to Achieve 5

B-Case Lite - Gas Dist - Deluing-Smore V3.xls
Locate Screen §'s

Proprietary and Confidential
Page50f 18 Printed: 6/26/2000 11:53 AM



Project Compass

H 1 ;. #
Business Case "Lite Bay State Gas Company

‘ D.T.E. 0527
Team: Gas Operations As of:June 13, 2008t UWUA-1-2(A) Part 1
Sub Team: Distribution Updated by:Dehring Page 12007217

Opportunity/MED Name: Locate Screening
Imtlal Pnonty

Screen locate requests prlor to issuing to locate contractor or in-house locators

Savings are generated from reduction of fees paid to locate contract for "clears" and also a reduction of fees paid for
screening services from the contractor.

Areas impacted are Logistics screening and in-house locating operations.

Implement by March, 2001, "Realize savings immediately thereafter

”'Iéxpand and train COH logistic staff
Make maps and records available to COH logistic centers through inter/intra net application or by paper maps
Determine inter-company billing

Implementation Effort: Low

Reduced dollars spent for "clear" locates.
Reduced screening fees paid to contractors
Reduced in-house locating expense

NlpSCO Records Automation
IRTH communications system

None

This opportumty was uncovered byNIPSCo Ehrmigh a v131tpr10rto the begimmxg of Project Compass. It is being
expanded to include other LDC's.

LDC Clear Savings Screening Savings  In-House Locator Savings Cost To Implement
NIPSCo $750K N/A N/A 250K

Bay State X X X X

PA/MD X X X X

VA X X X X

'Nrone to Report '

C :
Need to have olher LDC s enter “data in Key Assumptlom Cell above and then carry $'s to summary page

B-Case Lite - Gas Dist - Dehring-5more V5.xis Proprietary and Confidential
Locate Screen Desription Page 6 of 18 ) Printed: 6/26/2000 11:53 AM



Team: Gas Operations
Sub Team: Distribution
Opportunity/MED Name: LDC Consolidation

Project Compass
Business Case "Lite"

As of: Tune 20, 2000
Updated by: Smore

Bay State Gas Company
D.T.E. 05-27

Att. UWUA-1-2(A) Part 1
Page 121 of 217

All Dollars in Thousands

Estimated Gross Revenue Enhancement

Commodity Sales

Non-commodity product & service sales

Estimaled Gross Revenue Enbidncemen

Bstimated Gross Cost ReducHon

Labor

Contractor

Material

Equipment

Lease Expense

Utilities

System Licensing

IT Maintenance Support - Ongoing

System Hardware

Total Estimated Gross Cost Reduction - Option 2 |

Labor Savings - LDC Option 2 6,233 Detail worksheets attached
Labor Savings - LDC Option 3 8,250 Detail worksheets attached
Labor Savings - LDC Option 4 8,625 Detail worksheets attached
Other Cost Reduction 4
Other Cost Reduction 5

Total Estimated Gross Cost Reduct

Total Estimated Gross Cost Reduction - Opﬁon 3

Estimated Gross Cost to Achieve

Labor Severance

Labor Expense

Equipment Expense

Lease Expense

Software Purchase/ Licensing

Software Developmnt/Conversion/ Training

IT Maintenance Support - Ongoing

System Hardware

Labor Severance - LDC Option 2 1,207 Detail worksheets attached
Labor Severance - LDC Option 3 4,400 Detail worksheets attached
Labor Severance - LDC Option 4 4,600 Detail worksheets attached
Other Cost to Achieve 4

Other Cost to Achieve 5

B-Case Lite -~ Gas Dist~ Dehring-Smore Vi.xls
L.DC Consolidation §'s

Page7 of 18

Preprietary and Confident
Printed: 6/26/2000 11:33 A



Project Compass

g 1 : i
Business Case "Lite Bay State Gas Company

Team: Gas Operations Asg of: Tune 20, 2000t UWUA-1D-'2T('/E)' Sgﬂ
Sub Team: Distribution Updated by: Smore ' 29° 12201217
Opportunity/ MED Name: LDC Consolidation

Imtlal Prmnty ngh

Leverage economices of scale through consolidations of the current ten (10) NiSource LDCs. Alihough p0551b1e
organizational structures are numerous, this business case was built around the concepts and combinations of regional
or separate LDCs with regionally or centrally consolidated operations technical support functions. Operations
technical support for this business case includes only operational support, such as, engineering, facilities planning,

corrosion, M&R, meter shop, etc. Other "corporate support,” such as finance, HR, 1T, etc. was assumed to be provided
from elsewhere within the organization, not operations technical support.

Key Work Tasks s
Fuarther define and design the organization,
Develop new cost allocations.

Organization staffing.

Leverage economy of scaie while maintaining Standards of safety, rehablhty axld efﬁmency
Remain or develop agility.

Have speed in decision making and decision making at lowest possible level.

Be close to the customer.

Meet regulators expectations,

B

Cost a]locatzon/ accountmg systems

See W()rksheet for assumptions on existing/proposed headcount and loaded salary.
Benefits would be realized as new organization is staffed.

Reguiatory issues related to mamtzumng mdnagement presence in each jurisdiction.
Cultural acceptance of organization design and consolidation.
Actual ability to achieve without [T system integration {anticipated to be small risk).

B-Case Lite - Gas Dist - Dehring-Smore V5.xds Proprietary and Confidential
LDC Consolidation Description Page 8of 18 Printed: 6/26/2000 11:33 AM
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Bay State Gas Company

D.T.E. 05-27

Att. UWUA-1-2(A) Part 1

P £5°EL

Q082191 /9 BerIng

Page 127 of 217

gt jagpetivg

£ uomid() (EUSTRE DT - SICEA 20t BRIRISG - 1] 55 - BiF] S8R0
eguaprjus] pue Lseyopdery

Aejes 9SEq J0 %08 8¢ U} PAlEUNSa 9ouaIBAaS
-Aigies 2584 JO 90y 9q O} PajeUSS SEUST
uemes sseq J0 9] 9 O} palRuISa Snucy

suofdiunssy

‘BJEP SuYBSE Ui PAPR[IUl 358 1503/sBunes pue Juia Buwacijo) Sectalares AlRlUnon) pRiedmIue 21 ‘GEL 'HOS 'Suoneedy yoa] pue suoleisdo pratd

‘yoea uonisod (1) BuG aypads HOD pue Yo St ueld aifaeng suogeisdp jo 165

‘9880 SSBUISHE JHIA TUL Ul PAPNISU] 918 SUGRINEDS JusIAEdNS PRI YD

‘@SBY) SSAUISHE JHIA BUYJ Ul PIPII2UL Si SUGSNPA) SARNDAXNT Wit PAIRINOSSE suofised (BUEIaI09S (O Uoleuiuila sY) o) pajel sBuineg

HA LON pue 1sfiede [elouss sk poijeoipu) 248 sBUiARS ‘1BAsMmOl "BRE dA $OPROW OSE 1B voysod 1afeuepy j2iadag)

‘SHUIARS UDREBIIOSUDO UL PAPNIOUL JOU - DSE) SSAUSNE o HIA U1 PEPRIOUL St YD) 10f suone1add dA (1) su0 uoneziwebio ayy ut suoysad dA (8) ybis jo ejo)
‘sEUAES UOREPIOSUOT U] PSPRIDLE 10U - SSBD) SSANSNE JHIA Ut POPTIW S1 Vo) 20) amnoaxa (1) 910 voneziued:c ay ul suolised amnasxz (o) xis (o jejof

‘saloN
00000V v$ 000'082°8% 18 “WLoL
03 il 0 1}

i o [i] i} 03 0% P 3] ¥ 1 Ho stogeiadg Yos )
0% o i 0 6§ 0§ LT 0 g7 91 HO Suoiesdy pleiy
0o0'9/ 1S 000'0EES 005 283 060 ¢ G085 000'GE ¥ 0 7 GHL - TLosnsang
000ZERS 400'DE8% DB0GELS 000'9E GO 000°08 g 0 g gL - D/eleuen
O0G9E 005298 005 263 500 2l G057 D00l T z 3 i SeUEuajuiEN Foy
D004 G0O'GEL 065793 0G0RY GO5 ¥ BC0SE 4 3 9 O esuBts\uel Doy
000'eZi§ GO00%E 065 7a% [ii¥74 0055 E0'GE: ¥ 7 1L i BbEdng punnBIenin
5060913 GO0 DO 000'5/% C00GE 0o6's 00005 ¥ 4 g i - sisauiBus
GO0 P! 005243 006C8% 00z 405’5 DEO'SE! [y S g N - Buipeay a3 1L
000 88 G5 00528 60872 G055 DE0SE 4 i 3 THIN - 83fAEE L
oo'sy [SleXeT) 005cq [HinY#4 0056 [T [4 0 Z M- IWBS 1D
GO0 ZLLS QoG OLT 000°501§ 00082 [iiE)) 56007 [4 i 4 IN - Buipeay 188N 1D
GO by g zes 005 28 Gog e, 005G 0055 i i Tl - D01 wjeq jobeuely
000 78 [ OO0 0ZLE 000 2% 000’8 00008 i 4 N - pEay 15jap Jeheuey
000 24, G00'SELS 000SELS 000 9% 0008 GO0 46 3 4 |5 seREUEH Bubaaubug
000°0Y 000628 000'S/] [ 000'S 00005 i 0 T S jifejjnstio]) sUoiEsdg
oK OC0 068 [T 0007 D009 00009 i 0 3 AN 15peeT Wiea |
600 0828 0C0'5ES 000 G2 00402, 000G 00005 25 [ RETEEEIE]
0C0'08% BoEcit Q0SELL G00°GE [ 000 GL 3 0 A Y IB SB3iAIRS [BISUES
00008 0007051 GO0 05 E 000 0F! G600LE 0O GOLS a T M E83nag 50 16Pan
0000213 GOOG2E 005°¢ 000 0€ [ 000'5L [4 [} [4 Aot JGBEdeR] SUSHEddo
00008 [ 005'¢ 6060 0% 0052, 0005 ! 1 4 A D SIREE0
RN E] [y 600D [ 406! 600°0Y f4 [ [4 O - IN - Aleiaisag
0% a3 [ 000'0%8 00 7 G00 0w 0 [ 5 LSRR
oneZL 000'5EL 000'5EL a00'9cs 000’53 000’06 ] 0 ) 1 - Bliisiaw asiwag 1B
00027 Q00 GEL 00 G5 44 000958 GOO'S 00008, [ G B} IeBBUR S60HRISE0
[ 000 GELS GOOSEL (09°ge! 0008 000 05! b i [ 058 - MIER S DN
000 91T GOS0V COGGELS 005 8E; 0008 00006 3 i £ i) 1ebeuny joasloly
000 vird 000 0/E 000'sE 000 '9¢ 000 6% 00008 z [i] 4 ©4@ iabrueyy suofeRdg
000'gle 600'G0F 00058 00098 00065 0GU 66! € 0 £ o0 1ebeuey slogesdy
000 081, (00 0OE. 000°G51 0000 006013 (600013 4 2 g 7SH - IPNEUBY [eiausn
[y AE] OO0'GEL 0O0'SEL 000°5E 000’65 000086 i a 3 i - SUojiEiad 103080 |
000081 OG0 008 CO00%) [ 606G [ARYEE: z a ¢ Bl DIbalels G0 Iopen]
50000 0057281 005281 000058 005'CL 000821 1 L £l 580 dA
000008 I3 X [ SeANcaNs

B isuon
1By Buiies) yoa)
1B 1oe
61 10D RHBN
SI0SIMBEhS (p1) sioswsdng 1By Bugsebuy
sifipy piat (v} s1BN a1 1By¢ sopsifio]
DS - §d0 Q71314 dA YA - 540 O34 dA

W 3F ], 35U SSIUISHY
sspdiio;) yoafoag

{pe) srosmiatng-
(g) satiipy pray

1H0ddNS HOIL dA QWY - $HO 131 dA

{xx) siapea wes) -
{4} srapea] dnouny
R - 540 4131 <A

140ddNS SNOLLYHEILO TYIINHIIL TYHLINTD - SNOLLYHAJO TVHINIDId Oa1

{z9) slosiadng-
{4 1) I8 piald
HO - 840 47314 dA

() siosineadng-
{1) 1B plaid
AX -840 1314 dA



ALY S5EL gLy0 37 382 puondey rroidag ooy - speg s, seeng-Buelnga) - 81 se5 - a1 ase-g
Fenuepyua’y pue dassndory

GB0L/9L/9 PRy

-Aleles @seq O %OR 84 0 POIBLULSS SOUSISARS
Aimjes 05Eq 30 %07 99 0} PRIBLLSS SPlsuSH
‘Aseies 9584 10 %04 94 O} PAJRUYSS SHIoE

> — N~
c n/__ v
m% m.a M/l_ ‘suopdiinssy
g o
[SRTTR ]
w [ M\ o ‘eyep culjaseq Ul papN|aul 312 1500/5BUINES pue GaiA Bupwo)o) sacuslanes AlRnioau paiediogue sie ‘G ‘HOD ‘suonessd yoay pue suafelad pidl
)
m_ua o 5 % yoea uomsed (L) sup ogmads HOD bue YdD St uBld s1faeag suonesedQ Jo 1ol
o Wn % BILN) SIVUISNET JHIA BY} Ul PIPN(OUE BB SUOINPa: Josiuadns pIsY vdo
© W ‘DSEL) SSAWSNE JMIA 24l Ut PAPNIau] S1 SUDHRONPBI SANSEXT YIM POjeinosse suopised (BURII0@S o UORBUIIE By} 0} pajeial sBumes
& 3 ‘EA LON pue tabeuzpy [2:UdE) SE PRlEIPUl 818 SBUIMES IRASMOY ‘Bl dA SIpniol DSE 1B uonisod heuep [Rlsuss
- i ‘SBlUARS USEPIOSUGS U PAPA[DU] JoU - 9587 SSTUISNE JHA U1 PApROU 1 Y47 10) SUoRRadn #a (L) sun uopeRvelizo ag) ul suolisod 4 (p) ue jo mo)
% M ‘sBUIARS LUCHEPIIOSUOSD Ul PAPN{OU] JOU - BSE) SSSUISNE XA Ul DApAIoUl $1 Ydo Jop aainoaxa {1} eug uopeziuebic ay u mco_mwon_ sansaxs {g) XS Jo B0
SBON
004°005"F$ 000°'5Z9'es ] IYLCL
0 0% i [
& 0% [¢] [i} 0% [ ¥ 8] ¥ Bi HO suoheredy 4oa].
9 0% & i 0% o3 gL i} ST a1 HO sushenRdd piEy
0009718 DO00EES 005263 00022, 0055 080558 [ 0 2 G - 1posaadng
000ZebS 000CLES 000SELS 00O'9E D00BE 000058 3 i} 9 a1 - Jorefeusy
10008 005 485 005 29 opoEy 005F 000'Gh L 4 g T sousUalUE Bay
QDC'ZLE 000 GEL DS /9 03653 005 % GOS'SH Z ¥ g O3 SoueiRIER Bey|
00G9L4S 000 OEE 005728 000'¢Z, 005 G 00955 ¥ z [ | 8FEOAS punoiBIepun]
G0009:% 0G0 GOE 000 GL 00002 Do0'S: 00008 ¥ 4 g SN - SIesUiBU
000 7Y 06gee 005 28 [y 005 G 000'6S ! g 9 N - Buipeay] 199eN i1
[ooa’ge 080G'SE 005 28 000 €t 005G C0O'5S Z ! € TN - SomIeg L
0088 ood'se 00528 [ii¥a7 0G5S 000’55 Z i} 2 D-WBDTY
OO0ZILS 000012 6005018 000 B2, 000'L8 80007 Z i} A N - BupEay B1ap 19
00Q v 06528 004 28 [T 005G 00055 i [ ) % - 50id B{eQ) JABRUEH
000 v 060 0Cis 0000218 D00'ZE; 000's 00008 ] i 4 - PeaY PP IBHRUER
Foaer 00D'GELS GOOGELS 0O0GES 00’6 G005 3 ) 4 S IEBEVEH Bulsaubus
COOGY 000'5.3 000'GL 000 0eS 600'G 000058 [+] i JLEYRSUOS SUCHeIadsy
CO0RY GoD'08s (0005 000veES 0009 00009 L 3} I AN FopBaT WiEs
C00°09CS, 000 6264 G006/ 800702 000G 00005 L 5 [5 el 188uibE
00068 [ AK: Q0GZL 00070¢ [ 000G, i [ 8 M B 595G |2sUan
00608 00005k 00005 oog oy 0001 GOG 001§ ) o) 3 S5TIATEG sdg 10)Dai(])
GO0 CCLE [eaNe4 0% CL [N [ OGS Z [ 4 L TeEete suoleisd(y
006G 008 005 e L COGEil 00008 005°L G00'GL ) 1 4 A0 IBH saiisiion
0079 000021 Go0093 0G0k C00'Y! 000 0¥ 4 i F4 O - 1IN - Hepissg
0% 03 00008% [ on0Y 0oa'cy [1] a ] AEEineg
UL . 00seEL OO0 GEL 000'9ES ODG & 00006 A [i] i - Bullenayg asiaeg 1B
00022, 000'5EL 00Q'SEL GOOSE; 00563 00006 X ¥ g ) JeBEdEy susliesdn
D0G ¢/, 000'SE 000SE 000 9% 0008 00006 i I SE - B WSisAg BN
000§i2 000 50V 000'sEL 000 g€ 000 '6% 00006 [ 0 3 Vdo 1abele 1oainid
DOQFF L D00 0/T 0005EL o0g'oe 0008 00008 [4 0 4 SE 10bElER stoneisdn
0G0 ale 00650 GoEgel [ 000’6 06006 [3 a £ i sabeuR sucEIsdg)|
a00'0d 000 GOE: 000708 a0 o GO0GLE 0000GLE 4 v g 555 - JoPEUSH [elauat)
000ZL o0oSEL 000 gEL GOO'9F 00063 no0'08 i 1] 1 1N - suanetadgy sojzang
Q00081 DO000E: 0o0 oS COo! 606 At 00 00 4 g z 1d SIESiENS d0 2153110
00008 005295 [T 66005 005, 000'SEL € S B SEG AA
600088 0600651 000 G/ 00000LS 000 58 000 0SS 2 3 g SEANE

SNRNLOMYLS3H a1

1By 18000
1653 Butwier) yos |
B oey
16} 1100 BN
siospuadng (1) slospadng 1By Bupsauduzy {pe) ssosInedng- (&) s1esmedng- {zg) slospuadng- {xx} siapea wes|-
i8I ploty (b} SIBI praid 8 sonsiBon) (g) 1B Pt (1) saByy pratd (143 s1Bi pisld {x) stepean dnoig
958 - Sd0 Q734 dA VA-SdOdNEId dA LHO04dNS HOZL A WV - S40 07121 dA AN " S40 A1 dA HO - 540 G134 dA NI - 5S40 a713id dA

140ddns sNOUYHALO TVIHNHIAL TVAHINTD - SNOLLYHIdO TYNOIDIY 5A1

W2I17, asey ssasng
» ssodmio? yraford




Project Compass
Business Case "Lite" Bay State Gas Company
. D.T.E. 05-27

Team: Gas Operations As of: 15-Jun-00 Att. UWUA-1-2(A) F:cazrt1 1
Sub Team: Distribution Updated by Smore/Dehring/Young Page 129 of 217

Opportunity/MED Nam Excess VIRP Savings
All Dollars in Thousands

Estimated Gross Revenue Enhancement
Comumodity Sales

Non-commuodity product & service sales
Other Revenue Enhancement 1

Other Revenue Enhancement 2

Other Revenue Enhancement 3

Other Revenue Enhancement 4

Other Revenue Enhancement 5
TofajEst_l_matedGrossRevenueEnhancem it
Estimated Gross Cost Reduction

461 FTEs @ 75k loaded,
minus $18,950,000 base
VIRP for Gas
Distribution. Split

Labor 104,938 4,688 [hetween Q&M /Cap

Contractor

Material

Equipment

Lease Expense

Utilities

System Licensing

IT Maintenance Support - Ongoing
System Hardware

Other Cost Reduction 1

Other Cost Reduction 2

Other Cost Reduction 3

Other Cost Reduction 4

Other Cost Reduction 5

Total Estimated Gross Cost Reduiction
Estimated Gross Cost to Achieve

Labor Severance No Severance -
Labor Expense

Equipment Expense

Lease Expense

Software Purchase/ Licensing

Software Developmnt/Conversion/ Training
IT Maintenance Support - Ongoing
System Hardware

Other Cost to Achieve 1

Other Cost to Achieve 2

Other Cost to Achieve 3

Other Cost to Achieve 4

Other Cost to Achieve 5

Total Estimated Gross Cost to Achieve

et Benefit sy

oaesg [

B-Case Lite - Gas Dist - Dehring-Smore Vixls Proprietary and Confidential
VIRDP $ Page 15 of 18 Printed: 6/26/2000 11:53 AM



Project Compass

Business Case "Lite" Bay State Gas Company

 Team: Gas Operations Asof:  June 20, 2000VUA- 1D2T(/E) Sgﬂ
Sub Team: Distribution Updated by Smore Page 130 of 217
Opportunity/MED Nam Excess VIRP Savings
Initial Priority: High

Project Description and Scope

To determine more accurately the savings antmpated between estimated and actual Vohmtary Incentlve Rebrement
Program cost reductions.

De!:ermme actual number of retirees related to operanons
Determine allocation of savings to O&M and Capital.
Petermine cost to achieve with "backfilling" with cutside contractoors.

Reeoncile savings.

None

1 Or1gmal distribution savin gs expected to be $20 million.

2. Discount operations savings by 3 FTE (to supply chain) and 11 FTE (customer service).

3. Average salary with benefits asswumed to be $65,000.

4. Savings shown should be distributed 60% to O&M and 40% to Capital according to estimates provided by each
business unit in January 2000, Estimates are: COH* - 60% O&M, CPA - 65% O&M, CMD -60% O&M, CKY -70%
O&M, CGV -70% O&M.

: frm nr*# lr\ ar’v‘n AREE n- ] r“nt‘* EETSYaY r\F COREEACEOE- RS OHEEOE-RE-DTE snded brr b cinace etk
443} Rt OrFerORT ot Pt e Dy Do bk htess

Implementahon is in progress
Use of contractor resources is only risk.

B-Case Lite - Gas Dist - Dehring-Smore Vo.xls Proprietary and Confidential
VIRP Desc Page 16 of 18 Printed: 6/26/2000 11:53 AM



Project Compass

. HY it ’
Business Case "Lite Bay State Gas Company

Team: Gas Operations As of:  June 20, mn@lWUA-?-'zT(Ei part 1
Sub Team: Distribution Updated by Smore Page 131 of 217
Opportunity/MED Nam Excess VIRP Savings

Initial Priority: High

Assume savings start on June 1, 2000 and costs are incurred beginning July 2000 with full cost allocated beginning
2001.

B-Case Lite - Gas Dist - Dehring-Smore V3.xls Propristary and Confidential
VIRP Desc Page 17 of 18 Printed: 6/26/2000 11:53 AM



Bay State Gas Company
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Team: Operations
Sub Team: Distribution
Opportunity/MED Nam Close Buildings

Project Compass (:Q { ’L(C { O Q

Business Case "Lite" Bay State Gas Company
D.T.E. 05-27
As of: 15-Jun-00 Att. UWUA-1-2(A) Part 1

Updated by York/LaShoto/ Muntegﬁge 133 of 217

All Dollars in Thousands

Orne-Time| Recurring |One-Time|Recurring] Assamptions/Metrics

Estimated Gross Revenue Enhancement

worksheet f.o'r .
assumptions

Commodity Sales

Non-commodity product & service sales

Building divestiture

9,047

Other Revenue Enhancement 2

Other Revenue Enhancement 3

Other Revenue Enhancement 4

Other Revenue Enhancement 5

Tota

Estimated Gross Cost Reduction

Labor

Contractor

Material

Equipment

Lease Expense

830

Utilities

System Licensing

IT Maintenance Support - Ongoing

System Hardware

22

O&M Costs

1,036

Taxes

475

Insurance

Annual LT, savings

23

Other Cost Reduction 5

Toba

S e

Estimated Gross Cost to Achieve

Labor Severance

Labor Expense

Equipment Expense

Lease Expense

200

Software Purchase/ Licensing

Software Developmnt/Conversion/ Training

IT Maintenance Support - Ongoing

System Hardware

Cost to relocate FTE's

Commission for selling facilities

~~~~~ = 901

Increase O&M at relocated facility

One time LT. costs associated w/closure

Other Cost to Achieve 5

R

Total Estiniated Gross Cost to

Total Estimated Net Benefit

Proprietary and Confidential
B-Case Lite - Gas Dist - Close Buildings v5.xls - Dollars

Printed: 6722/ 2000
Pagelofé 2:53 PM



Project Compass

Business Case "Lite" Bay State Gas Company
Tean: Operations As of: Att. UWU A_1D_ 2T(/E) ggﬁﬁ-}un-OO
Sub Team: Distribution Updated by York/La%set84 ¥Riftean
Opportunity/MED Nam Close Building
Initial Priority: High

Pl’O}eCt Bescnpti@n aﬂd Scope ST 5 BT E TIPS e sl : R
Consolidate Operations, Identify and mvestlgate opportuntles t{) share facﬂmes mdudmg both Tramimsswn and

Edentlfy buﬂdmgs that are candidates for ciosure

Identify any L.T., allocation, political and/or regulatory issues
Identify opportunties to share FTE's (clerical)

Identify cost issues > cost of selling, reduced O&M costs (utilities, phone, parking}, market value, cost of lease and
increase Q&M costs(increase travel to job site)

Identify regulatory/rate issues{financial)/impact > Depreciation, original cost, net sale revenue

Identify union issues

Identify environmental issues

Identify legal issues

The effort to achieve this initiative is HIGH

Key Goals/Objectives (Benefits or Probl 0}
* Reduce operating expenses by consolidating operatwns
* Convert under-utilized or vacant properties into cash

Systems/Applications Impacteq R b D
Modify systems to reflect changes in LAN system WMS EASI DIS CIS phone systems, elc.

Optl(}l'l #1 - No cha_nge
Option #2 - Consider properties for divestiture based on today's organizational structure
Option #3 - Consider properties for divestiture based on proposed changes and tomorrow’s organizational structure

Proprietary and Confidentia} Printed: 6/22/2000
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Project Compass

Business Case "Lite" Bay State Gas Company
Team: Operations As of: At UWU A_1D_'2T('/E)' 0> 245-Jun-00
Sub Team: Distribution Updated by York/L&sbeotey/dibuntean
Opportunity/MED Nam Close Building
Initial Priority: High

* Operations group can evaluate O&M effects only

* Real estate or financial group must evaluate tax, financial effects of property sales

* Analysis considers building divestiture based on today's organization

*GSecond iteration to identify under-utilized buildings that will be needed after organization restructuring is complete
* Selling properties and terminating leases will not be available for 2001, will be dependent upon local market

conditions.

Assumes 50 percent in 2001, 50 percent in 2002

* Most market values are estimated and will need an appraisal

* Employees displaced will be housed at other existing company facilities with minimal costs

* Properties found to have environmental problems will be retained for further investigation by environmental, health
and safety group

* The analysis will be completed for facilities that can be shared by Transmission and Distribution once data is
gathered and

reviewed by T&D group
The start date for this initiative is immediate. The time frame to complete is dependent upon market conditions.

Implementation Tssues/Barriers/Risks: =
* Leases may be expensive to get out

* Leases may place limits on our ability to sublease

*Some percentage of the properties may be found to have environmental issues

* May be local political community relations issues with building closures

* Unions may seek concessions in return for change in reporting location (or grievance)

* Local market conditions may make it impossible to get fair value for certain facilities in the short term

Recommend Qption #2 - Divest properties based on today’s organizational sturcture
The status of this initiative is that the buildings for sale have been identified. The next step would be to have Real
Estate initiate the necessary steps to complete the sale. Inaddition, financial support is needed to provide the impact

other than the O&M savings that this team has identified.

Printed: 6/22 /2000

Proprietary and Confidential
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C_osdﬁéafl'ﬁi{fg Project Compass

Gfs  #i Business Case "Lite"
‘ - o Bay State Gas Compan
SHLE OYEATI S DTE 0597
Team: Operations As of: 15-Jun-00 Att. UWUA-1-2(A) Part 1
Sub Team: Distribution Updated by York/LaShoto/Muntean Page 139 of 217
Opportunity/MED Nam Lower Gas-metes-6parations cost
All Dollars in Thousands . O&M . | Capital | : —

One-Time| Recurring [One-TimelRecurrin, | Assumptions/Metrics

Estimated Gross Revenue Enhancement
Commodity Sales

Non-commodity product & service sales
Other Revenue Enhancement 1

Other Revenue Enhancement 2

Other Revenue Enhancement 3

Other Revenue Enhancement 4

Other Revenue Enhancement 5

Taotal Fstimated Gross Revenue Enharicentent’ [ 000 S i 000D Dol dand e e i e o
Estimated Gross Cost Reduction

20 FTE's @avg of 560k
The propoesed staffing
reduction: NIFL-1, - g
Kokomm@@-ﬁ COH-
Labor 1,200 11. e
Contractor .
Material 252 8 @ 31,500 meters
Equipment

Lease Expense

Utilities

System Licensing

IT Maintenance Support - Ongoing
System Hardware

Other Cost Reduction 1

Other Cost Reduction 2

Other Cost Reduction 3

QOther Cost Reduction 4

Other Cost Reduction 5

Total Estimated Gross Cost REdUCtmn R R P s el B B L TR AR TR :'
Estimated Gross Cost to Achieve
Labor Severance 400 20 FTE's @ %20,000
Labor Expense

Equipment Expense

Lease Expense

Software Purchase/Licensing

Software Developmnt/Conversion/ Training
IT Maintenance Support - Ongoing

System Hardware

Qutsourcing Cost 756 31,500 @ $24/ meter repai
Other Cost to Achieve 2
Other Cost to Achieve 3

Other Cost to Achieve 4

Other Cost to Achieve b

Proprietary and Confidential Printed: 6/22/2000
B-Case Lite - Gas Dist - Lower Gas meter operationsv3.xis - Dollars Pagelof3 252 PM



Project Compass

Business Case "lite" Bay State Gas Company
Team: Gas Operations As of: Att. UWU A_1D_ 2T(/E) ggﬁ$~}un-{)(}
Sub Team: Distribution Updated by York/Ld%se 89 ¥Riftean
Opportunity/MED Nam  Lower Gas Meter Operations Cost
Initial Priority: Medium
Project Description and Scope: "0 s i i

Determine the lowest cost option for gas meter shop operatmns among all LDC s, whﬂ meetmg) each LDC‘S rPgulatory |
and gas meter needs.

Option #3 recommended for Business Case Lite

This option provides three gas meter test and process facilities, Indiana, Ohio and Massachusetts. These facilities
would provide each geographic area with the ability to intest gas meters, which is required by each PUC and
administer the random sample test program for each area. The domestic gas meter repair requirements would be

met utilizing an outside contractor and some large capacity meter testing and minor repairs would be done at the
Ohio meter shop. ‘

Idennfy each LDC's reguiatory reqmrements (m test and tracabﬂlty) compare current O&M costs (meter test, meter
repair); List options for completion of gas meter test and repair requirements; Determine costs for each option,
including transportation; Review inventory of plant; Review employee expertise; Determine gas meter shop annual
volume of meters processed.

The effort to achieve this initiative medium.

‘Key Goals/Objectives (Benefits or Problem : S s e
Provide the LDC's with the best option for gas meter proceSSmg w1t}10ut a Compromlse of accuracy and quahty

* Meter test

* Administer sample analysis

* Meter repair

Systems/Applications Impacted: .- S ' e
- Gas Meter Management System (GMMS) NiPSCO (muinfunctlonal auto-maintenandce - CIS mterfcu e)
- System must absorb NIFL and Kokomo

Alternatives Considered: | 11 1 Lok

Optu)n #1 - One Meter shop in elther CEG BSG leource, N IFL or Kokomo

Option #2 - Continue with three (3) meter shops, reduce scale of BSG and NiSource to test facilities - using CEG for
repair

Option #3 - Maintain 3 LDC meter test shops - outsource meter repair

Option #4 - Outsource meter test and repair

Proprietary and Confidential Printed: 6/22/2000
B-Case Lite - Gas Dist - Lower Gas meter operationsv5.xls - Descrifuga? of 3 252 FM



Project Compass

Business Case "lite" Bay State Gas Company

Team: Gas Operations As of: Att. UWU A_1D_ 2T(/E) ggﬂ&jun-[}()
Sub Team: Distribution Updated by York/ L&sbeoté /&t tean
Opportunity/MED Nam  Lower Gas Meter Operations Cost
Initial Priority: Medium
*West, East and Central LDC's will retain gas meter in-test and random sample responsibilities as well as gas meter
prover

correlations

* West, East and Central LDC's would coordinate with supply chain to ensure best competitive pricing for gas meter
repair

*1.T. costs associated with this option are minimal

* Rollout for January, 2001

* No significant Union issues

* Assumes state regulatory requirements will be constant for short term

* Assumes immediate change to statistical sampling where allowed _

** Assumptions - meter population, throughput and required FTE's to perform necessary work

LDC West would handle NIFL, Kokomo and NIPSCO 770,000 meter population with annual throughput of

13,000 meters (FTE's needed - 2)

LDC Central would handle COH/CKY/CPA/CMD/COS 2,000,000 meter population with annual throughput of
37,500 meters (FTE's needed - 5)

BSG would handle Bay State and Northern Utilities 310,000 meter population with annual throughput of

40,000 meters (FTE's needed - 5)

LDC Central would retain 2 FTE's to handle test/repair of large capacity meters for all LDCs

50 percent of annual throughput goes out for repair (West 5000, Central 18500 and East 8000 = 31,500 meters repaired
Material cost for "B" meter repair estimated at $8/meter

Fully loaded payroll assumption estimated at $60,000/FTE

Option #3 recommended for implementation
This business case is complete in the initial form. Some values would have to be validated to ensure accuracy and an
implementation plan needs

to be completed, that would happen during the second phase of Project Compass.

Proprietary and Confidential Printed: 6/22/2000
B-Case Lite - Gas Dist - Lower Gas meter operationsv5 xls - Descriptiga3 of 3 252 PM



Team:
Sub Team:

Operations
Distribution

Project Compass
Business Case "Lite"

As of:

Updated by York/LaShoto/Munteat,

15-Jun-00

Bay State Gas Company

D.T.E. 05-27

Att. UWUA-1-2(A) Part 1

age 142 of 217

All Dollars in Thousands

Opportunity/MED Nam _Divest Under-performing assels

Caplfai ERRE R

One-Time| Recurring

| One-Time

Recurring]

Assumptions/Metrics

Estimated Gross Revenue Enhancement

15,593

See attached worksheet

Commodity Sales

Non-commodity product & service sales

Other Revenue Enhancement 1

Other Revenue Enhancement 2

Other Revenue Enhancement 3

Other Revenue Enhancement 4

Other Revenue Enhancement 5

Total Estimated Gross Revenue Enhancement * ©| =] =

Hstimated Gross Cost Reduction

Labor

Contractor

Material

Equipment

Lease Expense

Utilities

Systern Licensing

IT Maintenance Support - Ongoing

System Hardware

O&M

1,800

Capital

1,000

Other Cost Reduction 3

Other Cost Reduction 4

Other Cost Reduction b

Total Estimated Gross Cost Reduction = -

NI TR 71010 o) AHU S S R

Tl .

Estimated Gross Cost to Achieve

Labor Severance

Labor Expense

Equipment Expense

Lease Expense

Software Purchase/ Licensing

Software Developmnt/Conversion/ Training

IT Maintenance Support - Ongoing

System Hardware

Cost of divestiture

330

Loss of annual EBIT

3,700

Hst. annual EBIT
(1999 Plant Revente
$7 million)

Other Cost to Achieve 3

Other Cost to Achieve 4

Other Cost to Achieve 5

Total Estimated ffG_fjdss':stf-m;A'chiei?e I L

Total Fstimated NetBenefit_

15,265

[ooropol oo s

Proprietary and Confidential

B-Case Lite - Gas Dist - Divest under-performingv4.xls - Dollars
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Project Compass
Business Case "Lite"

Bay State Gas Company

D.T.E. 05-27
Team: Operations As of: 15-Tun-00 Att. UWUA-1-2(A) Part 1
Sub Tean: Distribution Updated by: York/LaShoto/ Muntean' 298 143 0f 217

Opportunity/ MED Nam Divest Under-performing assets
Initial Priority: Hi gh

Praject Description and Scope:

[dentify and evaluate under- perkormmg asset:a Quantuy potvnhal market prlco, revenue IOSs and Oppmtmg expensv
reductions

Key Work Tasks:

* List under- performmg asseL@, plants, miarket territories, commodity and material

* Identify the impact of each divestment to the organization: labor issucs, market loss, effect on core business,
gas supply reliabiiity, PUC treatment

* Conduct financial evaluations

The effort to achieve this initiative is high

* Boot ca@h flow, reduce O&M expomv, increase LDC efflcmncy
* Associate to asset divestment list: FTE reductions, revenue reductions, cost of divestment and market analysis

Systems/Applications Impacted:

* Modify systems fo reflect changes in LAN HYb'C{‘m, WMS, EASL DIS CIS phone systemb, etc.

Optl{)n #1 - Retam asaet
Option #2 - Divest asset

Key Assumptions:

* Some assels may have only estlmated values at lhlS time
* Someof the identified under-performing assets are also under review by other

gas operations teams. (Ensure that we only count this once}
* Divestiture of thes assets may not be realized within 2001 /2002 time frame
*Some of the assets may not be marketable due to evironmental issues or market conditions
* Operations group can evaluate O&M effects only
* Real estate or financial group must evaluate tax, financial effects of property sales

* NIPSCO underground storage field (a.ka. Royal Center) and the LNG plant (Lapori) are not under-performing based
on Gas Supply

| Project Compass team
The start date for this initiative would not be until sometime in 2001.

Implémentation Issues/Barriers/Risks:

* May be local political community relations issues Wl?.h buﬂdmg closures

* Limited market for specialized asset

* Cost of divestiture exceeds return

* PUC/ PSC rate treatment based on identified assets

* Asset divestiture may be impacted by envirenmental conditions/issues

* Identify impact to union/non-union employees assigned to the asset being considered for divestiture

Optmn #2 Recommended
The status of this initiative is that the assets that have been identified for possible divestiment have been reviewed and
assets chosen. The asset sales would require additional support from Real Estate groups.

Proprietary and Confidential
B-Case Lite - Gas Dist - Divest under-performingv4.xls - Description Page 2 of 3
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Business Case "Lite"

Bay State Gas Company
D.T.E. 05-27
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All Dollars in Thousands

One<Tim. ]

Rectirring [One-Tiny

Recuirrin | Assumptions/Metrics. |

Estimated Gross Revenue Enhancement

Commodity Sales

Non-commodity product & service sales

Total Estimated Gross Revenue Enhancement | =1

BEstimated Gross Cost Reduction

Labor

Contractor

Material

Equipment

Lease Expense

Utilities

System Licensing

IT Maintenance Support - Ongoing

System Hardware

Eliminate stop valve work

580

Reduce existing service
line repair by 50%

Eliminate Q&M leak repair (move to capital}

1,000

2000 replace rather than
repair (1060 for
Columbia

and 1000 for NiSource)
@%$500/ service

Implement elimination of curk valves

20,000 curb valves are
installed annually in
Columbia's properties.
Assume that 10% are
eliminated (2000) at $50
The10% isa
conservative estimate
(potential could be

100 |greater}

implement leak classification at NIPSCO

290

meter (50%) @F100

2900 leaks of-6000 at the |

Implement Jeak classification at NIFSCO

200

400 leaks of 1600 (25%)
assumed to be class 3 @
$500

otal Bstirmated Gross Cost Reduction. . |

SR AT

Hstimated Gross Cost to Achieve

Labor Severance

Labor Expense

5

Equipment Expense

Lease Expense

Software Purchase/ Licensing

Software Developmnt/Conversion/ Training

99

Software Development

IT Maintenance Support - Ongoing

- ISystem Hardware

Training for leak classification at NIPSCO 63 500 FTE's @ $125
2000 replace rather than
repair (100 for
Replace rather than repair Jeaking bare Columbia
steel serevices in Columbia and NiSource and 1000 for NiSource)
(Includes Bay State, NIFL, Kokomo} 1,500 1@4$750/ service

1.T. Cost to upgrade WMS @ Columbia

Total Estimated Gross Cost

CAchieve: il

T

Total Estimated Net Beii

4y 100}

Proprietary and Confidential

B-Case Lite - Gas Dist - Repair - Replace pipevi.xls - Dollars
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Executive Overview Meeting
June 6, 2000

: : Hity « Reach « fzeslity « Choice
Direction




8:30-8:50
8:50 - 9:20
9:20 - 9:50
9:50 - 10:00
10:00 - 10:30
10:30 - 11:00
- 11:00 - 11:30

11:30 - 12:00

Topic
Project Compass Overview

Retail Customer Service/Sales & Marketing

Gas Operations

Break

Corporate Support
Supply Chain
Information Technology

Executive Closing Comments

Observatia

2 h_rS. ty + Reach = Reslity
New Direction

-

11fds

Choice




RS R O SRS
T
7

osing, all employees will know . ..

@ Their job in the New NiSource

@ To whom they will report

@ What’s expected of them in achieving
the Company’s strategic goals.

w\w.\xg‘
fity » Reach = ffeality « Cholce
New Direction




S

>m_m8mmw<w Cost Savings; Add Value to Bottom Line

Driven by NiSource Strategy,
osition and Build the Organization of the Future

@ Support / Begin / Lead Cultural Change

IS

sipflity » Reach » Reslity « Choice
Direction
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B e L _ Cost to Additional

, Additional Achieve Cost
- - Original Cost (TBD) Savings
: ' Synergies ~ Savings $50mm

 ~$100mm  $50mm (U

State Steady

Baseline Op Inc : Transition
2002

2001 2001

M) Assumes $150 million as savings target in FY 2001 and $200 million in FY
2002; subject to change based on transaction capital structure scenarios

ibitity « Reach = Reality « Choice
Direction
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Gas Operations
. Customer Service

« Supply Chain

« Information Technology
» Human Resources

« Accounting/Finance

+ Qther Shared Services
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Possibility « Reach = Reality « Cholce
Direction
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! Baseline financials
‘M TLabor and Omn?m target mmS:mm
“Sacred cows”

‘W Executive expectations/ success
factors/ navigating the organization .

M Business case framework

® Scope and boundaries

® Team leads (backfill as needed)

® Business Unit contacts

Define logistics

® Location by team

® Workspace set-up

® Time reporting, travel and relocation policies

® Weekly status meeting schedule

® Monthly executive review meeting schedule

® Support contacts (facilities, IT, etc.)

® Clerical support needs/ procedures

Begin administration

¥ NiSource and Columbia phone lists/ contact
information

W Merger integration team contact list

W Preliminary issues log and resolution process

® Kick-off document draft

Begin communications

®  Memo announcing effort to officers

® Memo to all affected personnel announcing

effort and emphasizing priority

Internal/ external communication needs

Communication plan/procedures
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095&;2 kickoff

Confirm business strategy and
goals

Create and/ or collect information
Identify Merger Effective Date
ilems

Address IT infrastructure issues

Perform high-level As-Is
comparison across companies

3
Nzﬁu;a.; e A T AT AR A A

Identify opportunity list/ groups
Categorize opportunities into cost
reduction, reengineering and
revenue enhancement

Prioritize list of opportunities
Develop business case “lite”
Develop initial Conceptual Design
project plan

Develop Phase 1 report

Conduct Steering Committce
checkpoint
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Prepare/ conduct wrmmm kickoff
Review team structure; redeploy
based on opportunities

Develop high-fevel As-Is for
identified opportunities

Develop initial To-Be model for
identified opportunilies using
Business Integration Methodology
Identify gaps between As-Is and
To-Be

Begin implementation of quick
hits and MEDs

Assign targets to functional
sponsors

Understand [T system impacts
and dependencies

Expand/ populate business case;
analyze select options

Develop initial change program
Expand communication plary craft
and iniliate internal messages
Align with regulatory strategies
ldentify staff reduction impacts
Qverlay/Compare preliminary
opportunities against strategy
Develop implementation schedule
for Detailed Design Phase
Conduct Steering Committee
checkpoint
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L
Design new To-Be models using
Business Integration Methodology
Review designs and implications
with process sponsors; identify
additional quick hits

Update I/ T program management
plans

Identify staffing implications and
timing

52.5#

Update change management
program

Review financial and nonfinancial
impacts with Steering Committee
Design and deliver ongoing
internal communication messages
Update business case(s)

Develop implementation plans
Create master schedule for
implementation of cost reduction,
reengineering and revenue
opportunities

BT LI
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_Oonaco Kickoff and review @93@-

in assumptions
- Identify mxmmﬁ.ﬂ:@ Initiatives
- Identify Draft __smo and Synergy Rl

Opportunities
- Prioritize Analysis Areas - Create

Data Collection Framework
- Define Similarities/Differences
- Functional Stakeholder Review
- Finalize and Prioritize MED and

Synergy Opportunities
- Develop Capability Blueprint “Lite” L
Create Business Case “Lite”
Develop Phase 1 Report
Ommzm_,_usmmmémmuon

Prepare Phase 2 Workplan
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® LG&E/KU Merger Integration
B Northwest Airlines/Republic Airlines
E Entergy Global Reengineering
X Bell Atlantic/ NYNEX

® Utilicorp United

W NationsBank/Bank of America
B Ameren

= Etc.
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Structures m Customer Services
®IT
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® Alliances M Shared Services
® Distribution/ Transmission
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® Organizational M Supply Chain
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opportunities

- ® [nventory of Synergy Opportunities
¥ Understanding of People and Processes
B Demonstrated Program gmﬂmmmﬁma Skills
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® Andersen Consulting Business
Diagnostics

® Andersen Consulting eBusiness

® Andersen Consulting Business
Simulation
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Saratoga Institute

Institute of Management Accounting
Internal Andersen Consulting
Benchmarks

® Other externally available information
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Value of
Opportunity
(Savings, Culture
change,
Customer
service)

Low

Level of Effort
(Time, Complexity, Investment)

Hustrative Framework

Decision
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m Vision and Mission

® Desired Market
Position

® Target Customers
and Markets

w Delivery channels

® Products, Services,
Pricing

= Required
Capabilities

m Operating
Guidelines and
Structures

‘w Sourcing Approach
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= Norms
® Motivation
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® Business Portfolio
w Struchures

» Teams

m Jobs

= Roles
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w Location
= Buildings
w Property
¥ Support Systems
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= Tasks
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u Core Competencies

u Strategic
a Competency Cluster ¢ b4 w Financial

W Aptitude
w Skills
= Knowledge

= Operational
w Stakeholder
# Human
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* Workflow
a Policy
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B Subsystem/
Component
r Modules/Classes
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& Development Services
u Execution Services
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u Fguipment
Category

w Client Hardware

» Machinery
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= Operations Services

m Physical Network & Computing

11




	Att. UWUA-1-2(A) Part 1 Sec 2.pdf

